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The subject  o f  th is  s tudy concerns the op in ions on economic,
and  pa r t l y  a l so  soc ia l  po l i c y  o f  w r i t e r s  who  i n  gene ra l  -  i n
Du tch  l i t e ra tu re  as  we l l  -  a re  cha rac te r i zed  as  neo l i be ra l s .
Neol ibera l ism is  a  system of  thought  concern ing the organtza-
t i on  o f  soc ie t y .  As  a  sys tem o f  economic  po l i c y  i t  f o rms  on l y  a
pa r t  o f  t h i s .  Fo r  t he  neo l i be ra l s  have  a l so  g i ven  cons ide ra t i on
to  the organi .zat ion o f  the l i fe  o f  the s ta te  and of  soc ie ty .
N e o l i b e r a l i s m  h a s  r o o t s  i n  a l m o s t  a l l  t h e  s o c i a l  s c i e n c e s ,  a n d
numbers  f o l l owe rs  among  the i r  p rac t i t i one rs .  The re  a re  a l so
l i nks  w i t h  ( soc ia l )  ph i l osophy .
Th i s  s tudy  i s  r es t r i c t ed  t o  i deas  w i t h i n  po l i t i ca l  economy .  Bu t
because  neo l i be ra l i sm  i s  more  t han  a  sys tem o f  economic  po l i c y ,
and forms par t  o f  a  system of  thought  that  embraces the whole
o rgan i za t i on  o f  soc ie t y ,  t h i s  w ide r  f r amework  canno t  be  en t i r e -
l y  i gno red .  The  o the r  aspec t s  a l so  come  i nd i rec t l y  i n to  t he
d i scuss ion ,  when  th i s  i s  necessa ry  f o r  a  good  unde rs tand ing  o f
t he  sys tem o f  economic  po l i c y .
The re  a re  two  reasons  f o r  t he  l im i t a t i on  o f  t h i s  s tudy  t o  i deas
in  t he  f i e l d  o f  po l i t i ca l  economy .  Even  w i t h  t h i s  l im i t a t i on
the  g round  tha t  mus t  be  cove red  i s  s t i l l  ve ry  b road .  Moreove r ,
t he  t r ea tmen t  o f  a l l  aspec t s  o f  neo l i be ra l i sm  as  a  cu l t u ra l  and
po l i t i ca l  movemen t  requ i res  sk i l l s  t ha t  p resuppose  a  g rea t
know ledge  o f  o the r  sub jec t  a reas  t han  t ha t  o f  economic  sc ience .
Neol ibera l ism,  ês a  movement  o f  thought  concern ing economic
po l i cy ,  o r i g i na ted  i n  t he  twen t i es ,  and  espec ia l l y  i n  t he  t h i r -
t i es .  Th i s  movemen t  has  exe rc i sed  an  i n f l uence  up  t o  t he  p re -
sent  day.  One can even say that  th is  in f luence has increased in
the  l as t  t en  yea rs ,  bo th  i n  t he  sc ien t i f i c  wo r l d  and  i n  p rac t i -
c a l  p o l i t i c s .
The f i rs t  wor ld  war  may be seen as mark ing the end of  the
n ine teen th  cen tu ry ,  du r i ng  wh i ch  l i be ra l i sm  exe rc i sed  a  g rea t
i n f l uence  on  t he  p rac t i ce  o f  economic  po l i c y .
We can a l ready observe in  the Germany of  about  1870 that  econo-
m ic  po l i t i c s ,  unde r  t he  i n f l uence  o f  t he  i deas  o f  t he  h i s to r i -
ca l  schoo l  and  o f  Marx i sm,  i s  t u rn ing  a l r ay  f r om l i be ra l i sm .
O the r  op in i ons  on  economic  po l i c y  a re  be ing  s t rong l y  p ropaga ted
and  b rough t  i n to  p rac t i ce .  Th i s  t endency  subsequen t l y  becomes
s t r o n g e r .
Du r i ng  and  a f t e r  t he  f i r s t  wo r l d  wa r  comp le te l y  new  phenomena
apPear .  Du r i ng  t he  wa r  d i r ec t  i n te r ven t i on  qu i ck l y  becomes  more
common .  I n  t h i s  r vay  t he  p r i ce  mechan i sm i s  pa ra l ysed .  A f t e r  t he
war  d i f f e ren t  coun t r i es  go  ove r  t o  t he  cen t ra l l y  adm in i s te red
economy .
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Neo l i be ra l i sm  o rg ina ted  pa r t l y  ou t  o f  a l a rm  a t  t h i s  d i r ec t
in tervent ion in  the economic process and at  the cent ra l ly  admi-
n is tered economy between the two wor ld  wars .
Neol ibera l ism harks back to  the l ibera l ism of  the prev ious
century .  The pr inc ipa l  idea of  that  l ibera l ism was that  the
economic process is  regula ted by the work ing of  the pr ice-
forming process.  The neol ibera ls  are o f  the op in ion that  in  the
last  ana lys is  economic po l icy  has to  do wi th  the cho ice between
the f ree exchange economy and the cent ra l ly  admin is tered econo-
my  as  f o rms  o f  o rgan i za t i on  i n  economic  l i f e .  I n  t h i s  connec -
t ion the neol ibera ls  have devoted a great  deal  o f  a t tent ion in
the i r  s tud ies to  the work ing of  the f ree exchange economy and
of  the cent ra l ly  admin is tered economy.  They have a c lear  prefe-
rence for  the f ree exchange economy.
l " Íovements  d i reeted agalnst  l ibera l ism have or ig inated main ly
ou t  o f  c r i t i c i sm  o f  t he  p r i ce - f o rm ing  p rocess .  These  movemen ts
d id  no t  hes i s ta te  t o  se t  t he  p r i ce  mechan i sm who l l y  as ide
through the in t roduct ion o f  a  cent ra l ly  admin is tered economy.
The  neo l i be ra l s  r ecogn i ze  t ha t  t he  p r i ce - f o rm ing  p rocess  does
no t  wo rk  sa t i s f ac to r i l y  unde r  a l l  c i r cums tances .  Fo r  t h i s  r ea -
son they suppor t  an economic po l icy  that  a t tempts  to  remove
these  d i f f i cu l t i es  wh i l e  r e ta i n i ng  t he  p r i ce - f o rm ing  sys tem.
These d i f f icu l t ies  reveal  themselves pr inc ipa l ly  in  the forming
o f  monopo l i es ,  t he  t r ade  cyc le ,  t he  d i ve rgenc ies  i n  p r i va te  and
soc ia l  cos t s ,  and  t he  unequa l  d i s t r i bu t i on  o f  i ncome  and  p ro -
p e r t y .
Th is  connect ion wi th  l ibera l ism on the one hand and the re jec-
t ion o f  the co l lec t iv is t  movements  on the other  has led Rópke
to  des igna te  h i s  v i ews  as  rev i s i ona ry  l i be ra l i sm ,  l i be ra l  r ev i -
s l on i sm,  l i be ra l  conse rva t i sm ,  cons t ruc t i ve  l i be ra l i sm  and  a l so
as a th i rd  hray.
Many wr i ters  have no need to  descr ibe the i r  v iews as anyth ing
other  than l ibera l ism or  ind iv idua l ism.  In  Germany af ter  the
second wor ld  war  the term "soc ia l  market  economy" came in to
vogue .  Th i s  t e rm  was  i n t roduced  by  A .Mu l l e r -A rmack  i n  L946 ,  and
has  s i nce  t hen  been  cu r ren t  i n  po l i t i c s  and  i n  sc i ence .  I n
add i t i on  t he  t e rms  " soc ia l  l i be ra l i sm"  and  "ORDO- l i be ra l i sm"
are to  be found.
The  l abe l  " neo l i be ra l i sm" ,  wh i ch  was  i nven ted  by  opponen ts ,  can
in  Rópke 's  v iew lead to  misunders tanding.  I t  is  more than an
app l i ca t i on  o f  o l d  t hough ts  t o  new  c i r cums tances .
Eucken ca l ls  the term "neol ibera l ism" tendent ious.  Opponents
who want  to  make cr i t ic ism easy for  themselves can in  h is  v iew
easi ly  p lace these v iews in  the l ight  o f  a the ism and in terest
g roups ,  w i t h  wh i ch  t hey  a re  some t imes  sa id  t o  be  connec ted .
l " Í o reove r  t h i s  t e rm  i n  h i s  v i ew  does  no t  exp ress  p rec i se l y
enough the nature o f  the ideas at  issue.  He does not  see i t  as
l a i ssez - fa i r e ,  bu t  as  a  sys tem i n  wh i ch  t he  gove rnmen t  conce rns
i t se l f  ac t i ve l y  w i t h  economic  l i f e .
Neve r the less  "Neo l i be ra l i sm"  has  been  chosen  as  t he  t i t l e  o f
t h i s  s tudy ;  i t  i s  t he  mos t  cu r ren t  t e rm  i n  t he  l i t e ra tu re .  Bu t
the reader  must  be carefu l  not  to  underest imate the d is tance
be tween  the  l i be ra l i sm  o f  t he  l as t  cen tu ry  and  neo l i be ra l i sm .
In  t he i r  s t r ong  c r i t i c i sn  o f  cap i t a l i sm  the  neo l i be ra l s  go  a
long  way  w i t h  t he  soc ia l i s t s  and  t he  Marx i s t s .  Bu t  t hey  exp la i n
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the  sho r t com ings  o f  cap i t a l i sm  i n  a  d i f f e ren t  way .  Moreove r ,
t he re  i s  a  d i f f e rence  i n  t heo re t i ca l  i deas .  The  resu l t  o f  a l l -
th is  is  that  they suppor t  a  po l i t ics  which s tands sharp ly
opposed to  that  o f  the soc ia l is ts .  They are as much opposed to
the  suPpo r te r s  o f  t he  s ta tus  quo  as  t o  co l l ec t i v i sm .  Acco rd ing
to them capi ta l ism needs a thoroughgoing rev is ion.  i . {hen we keep
al l  th is  in  mind,  there is  noth ing against  the use of  the term
"neo l i be ra l i sm" .  we  can  t hen  ask ,  w i t h  shakespea re ,  "wha t , s  i n
a  n a m e ? " .
Be fo re  t he  second  wo r l d  wa r  neo l i be ra l i sm  had  sca rce l y  any  i n -
f l uence  on  p rac t i ca l  economic  po l i c y .  S ince  t hen  i t  has  been
appl ied here and there to  an impor tant  extent .
Th i s  was  i nc iden ta l l y  so  i n  r t a l y  abou t  1950 ,  i n  F rance  a f t e r
de  Gau l l e ' s  com ing  t o  power  i n  1958 ,  and  i n  some  La t i n -Amer i can
coun t r i es .  r t s  i n f l uence  i n  cen t ra l  Eu rope  v ías  more  l as t i ng .
That  was espec ia l ly  the case in  Aust r ia ,  swi tzer land and the
German Federa l  Republ ic .  The po l i t ica l  course s teered by Ludwig
E r h a r d  i n  t h e  p e r i o d  1 9 4 8 - 1 9 6 8 ,  f i r s t  a s  M i n i s t e r  o f  E c o n o m i ó
Af fa i rs  and la ter  as Federa l  Chancel lor  in  the Federa l  Republ ic
of  Germany was s t rongly  insp i red by neol ibera l ism and the
re la ted  concep t  o f  t he  soc ia l  ma rke t  economy .  l " l os t  coun t r í - es ,
however ,  under  the in f luence of  Keynes and Bever idge,  fo l low
the way of  the wel fare s ta te .  rn  Germany too a sh i f t  o f  accent
i n  t h i s  d i r ec t i on  occu rs  i n  t he  decade  a f t e r  E rha rd ,  because
the soc ia l is ts  then form par t  o f  the government .  These wel fare
sta tes become to  a  great  extent  bogged down at  the end of  the
seven t i es .  I n  p rac t i ca l  po l i t i c s  t he  cou rse  i s  t hen  changed  i n
a lmos t  a l l  coun t r i es .  Th i s  occu rs  mos t  obv ious l y  i n  Eng land
wi th  the advent  o f  the Thatcher  cab inet  in  L919.
In  t h i s  s tudy  we  sha l l  i nves t i ga te  t he  na tu re  o f  t he  t heo re t i -
ca l  con ten t ,  t he  cons i s tency  and  t he  p rac t i cab i l i t y  o f  t he
neo l i be ra l  i deas  on  economic  po l i c y .  we  sha l l  t r y  t o  d i scuss
these  sys tema t i ca l l y  and  t o  t es t  t hem fo r  cons i s tency .  such  a
study -  as  far  as we are aware -  has not  yet  appeared.  There do
ex is t  re la ted s tud ies,  which have been noted and inc luded in
the b ib l iography when use has been made of  them.
The fo l lowing may be sa id  about  the s t ructure o f  th is  s tudy.
The  pu rpose  o f  chap te rs  two  t o  f ou r  i s  t o  cons ide r  neo l i be rá -
l ism as a system of  economic po l icy  against  the background.  o f
a l "  deve lopment  o f  th ink ing in  economic po l icy  and economic
theo ry .
The  second  chap te r  t r ea t s  o f  t he  p r i nc ipa l  cha rac te r i s t i c s  o f
neo l i be ra l i sm .  F i r s t  we  dea l  w i t h  t he  i deas  f r om wh i ch  t he
n e o l i b e r a l s  d i s s o c i a t e  t h e m s e l v e s :  l a i s s e z - f a i r e  l i b e r a l i s m ,
d i rec t  i n te r ven t i on  i n  t he  economic  p rocess ,  and  t he  cen t ra l l y
adm in i s te red  economy .  A f t e r  t h i s  neo l i be ra l i sm  and  the  . o . . . p i
o f  t he  soc ia l  ma rke t  economy  de r i v i ng  f r om i t  a re  d i scussed . .
A f t e r  t he  d i scuss ion  o f  t he  ma in  f ea iu res  o f  neo l i be ra l i sm ,  t he
h i s to r i ca l  deve lopmen t  o f  neo l i be ra l i sm  and  i t s  va r i ous  schoo l s
and suppor ters  is  sketched in  the th i rd  chapter ,  f rom the
o r i g i n  t o  t he  p resen t  day .  The  w r i t e r s  deve lop  t he i r  i deas  i n
d i f f e ren t  coun t r i es  and  aga ins t  d i ve rse  soc ia l  Èackg rounds .
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In  the second and th i rd  chapters  r^ re  a t tempt  to  g ive p laus ib i l i -
ty  to  the v iew that  the th ink ing on economic po l icy  o f  neo l ibe-
ra l ism has been in f luenced by cer ta in  developments  in  economic
theo ry ,  espec ia l l y  i n  t he  i n te r - v /a r  pe r i od .  I n  t he  f i r s t  p l ace
the arguments  in  favour  o f  re ject ing the cent ra l ly  admin is tered
economy are d iscussed.  Then the theory  o f  the market  forms and
the monetary  over investment  theory  are deal t  w i th .  For  these
th ree  sub jec t s  t he  neo l i be ra l s  d i sp lay  a  s t rong  a f f i n i t y .  Th i s
i s  e l abo ra ted  i n  t he  f ou r th  chap te r .  The re  i s  a l so  a  d i scuss ion
of  the reason why the neol ibera ls  showed themselves so unrecep-
t ive to  the Keynes ian approach to  macro-economics.
A f t e r  t h i s  d i scuss ion  o f  t he  ma in  f ea tu res  o f  neo l i be ra l i sm ,
i ts  h is tor ica l  deve lopment  and i ts  connect ions wi th  economic
theo ry ,  t he  v i ews  o f  t he  neo l i be ra l s  a re  d i scussed  i n  de ta i l  i n
chapters  f ive  to  seven.  For  the purpose of  ar ranging the i r
v i ews ,  wê  fo l l ow  i n  b road  ou t l i ne  t he  c l ass i f i ca t i on  o f  ob jec -
t ives and instruments which was drawn up by a group of writers
assembled by K i rschen.  They c lass i fy  the ins t ruments  in  f ive
g roups :  i ns t i t u t i ona l  changes ,  f i nanc ia l  i ns t rumen ts ,  d i r ec t
cont ro ls ,  the exchange ra te ,  and monetary  ins t ruments .
I n  t he  f i f t h  chap te r  we  d i scuss  t he  ob jec t i ves  wh i ch  t he  neo l i -
be ra l s  se t  t hemse l ves .  The  neo l i be ra l  i deas  conce rn ing  t he
inst ruments  are d iv ided between the two fo l lowing chapters .  The
v iews concern ing the ins t i tu t iona l  set -up are d iscussed in  the
s ix th  chapter .  The seventh chapter  is  devoted to  the c ther  in-
s t rumen ts .
As a resu l t  o f  the method fo l lowed the rami f icat ions and d i f fe-
rent ia t ions in  neol ibera l ism ment ioned above can rece ive the i r
due.  I^ Ihere necessary  some cr i t ica l  comment  is  prov ided in  these
chapters ,  and the f ina l  chapter  fa l ls  back on th is  comment .
The  p rog ranun  o f  neo l i be ra l i sm  i s  no t  de f i n i t i ve .  The  w r i t e r s
of ten do no more than g ive ind icat ions o f  the d i rect ion in
which they look for  the so lu t ion.  One hard ly  ever  comes across
ideas that  have been complete ly  worked out .  Only  a  few wr i ters
have a system that  has been fa i r ly  thoroughly  worked out .  I4ost
o f  them have expressed the i r  thoughts  in  a  more prec ise \ , ray
only  wi th in  a  rest r ic ted f ie ld .  The ind iv idua l  cont r ibut ions
and the d i f ferences between them can be accurate ly  p lo t ted by
the procedure here adopted.
I t  is  t rue that  through th is  method the systemat ic  character  o f
neol ibera l ism is  put  somewhat  in to  the background,  but  th is  is
remedied by the second chapter ,  which deals  wi th  the main fea-
tu res  o f  neo l i be ra l i sm .
A f te r  t h i s  exhaus t i ve  and  de ta i l ed  d i scuss ion  o f  t he  ob jec t i ves
which the neol ibera ls  want  to  reach and the ins t ruments  by
which they wish to  a t ta in  them,  the foundat ion has been la id
fo r  t he  f i na l  chap te r ,  i n  wh i ch  t he  neo l i be ra l  sys tem i s  sub -
j ec ted  t o  a  c r i t i ca l  exam ina t i on ,  and  i n  wh i ch  some  conc lus ions
are drawn concern ing the cons is tency of  the neol ibera l  v i -ews
and  the i r  p rac t i cab i l i t y .
In  the in t roductory  paragraph of  chapter  e ight ,  the emphasis
fa l ls ,  in  cont rad is t inc t ion to  what  was the case in  the three
prev ious chapters ,  on the making of  comments  on what  the neol i -
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The mater ia l  o f  th is  chapter  is  d iv ided among f ive paragraphs.
The second paragraph conta ins a  cons iderat ion o f  the cons is ten-
cy  o f  neo l i be ra l i sm  as  a  sys tem o f  econo rn i c  po l i c y .  He re  p ro -
b lems ar ise which have to  do wi th  the quest ion whether  every-
th ing has been wel l  thought  out .  In  the th i rd  paragraph the
p rac t i cab i l i t y  o f  neo l i be ra l i sm  as  a  sys tem o f  economic  po l i c y
i s  i nves t i ga ted .  Wha t  i s  i t s  r ea l i t y  con ten t?  I s  i t  poss ib l e  t o
f i nd  su i t ab le  i ns t rumen ts?  I s  t he  po l i t i c s  p rac t i cab le?  A re  no t
t he  i n te res t -  ( p ressu re -  ) g roups  t oo  s t rong?  Neo l i be ra l i sm
strongly  opposes the phenomenon of  the pressure groups,  for
example the pos i t ion o f  power  o f  the t rade un ion movement ,  the
fa rmers  and  t he  ( l a rge )  en t rep reneu rs .  I s  no t  an  excess i ve  con -
cent ra t ion o f  power  in  the hands of  the government  invo lved?
The four th  paragraph deals  wi th  the re la t ion between neol ibera-
l ism and wel fare theory .  The two have severa l  po in ts  in  common,
a l though the neol ibera ls  have hard ly  (or  not  a t  a l l )  reaLízed
th is .  In  the f ina l  paragraph a number  o f  c los ing remarks are
made .  I n  t h i s  way  neo l i be ra l i sm  i s  app roached  f r om va r i ous
po in t s  o f  v i ew ,  wh i ch  a re  a l l  o f  s i gn i f i cance  f o r  an  assessmen t
o f  t he  neo l i be ra l  v i ews .
The idea l  p ic ture which the neol ibera ls  env isage can be approa-
ched  i n  p rac t i ce .  Bu t  i t  has  been  po in ted  ou t  on  occass ion  t ha t
neo l i be ra l i sm  i n  pa r t  d i sp lays  u top ian  t endenc ies ,  i n  t he  sense
tha t  t he  pa th  f r om the  i dea l  p i c tu re  t o  conc re te  rea l i t y  has
been  i nsu f f i c i en t l y  i nves t i ga ted  and  i s  some t imes  d i f f i cu l t  t o
t r e a d .  N e o l i b e r a l i s m  i s  a s s o c i a t e d  w i t h  c e r t a i n  i d e a s  c o n c e r -
n ing the f ree exchange economy.  Changes in  these ideas and a
bet ter  ins ight  in to  the work ing of  the f ree exchange economy,
both in  theory  and through empi r ica l  invest igat ion prevent  i t
f r om be ing  and  becoming  a  de f i n i t i ve  sys tem.
The f ree exchange economy has in  the past  been the subject  o f
much cr i t ic ism and up to  the beginn ing of  the e ight ies  th is
c r i t i c i sm  s tead i l y  i nc reased .  The  ca l l  f o r  r ep lacemen t  o f  Wes -
te rn  economic  sys tems  by  ( f o r  examp le )  t he  cen t ra l l y  adm in i s te -
red economy and the statutory industr ial organtzation (corpora-
t ism) was everywhere heard.  I t  is  therefore ext remely  impor tant
f r om a  neo l i be ra l  po in t  o f  v i ew  to  see  t ha t  t h i s  c r i t i c i sm  i s
pa r t i a l l y  un jus t i f i ed ,  and  t ha t  on  t he  o the r  hand  i t  i s  poss i -
b l e  t o  accomoda te  t o  j us t  c r i t i c i sm  w i t h i n  t he  ex i s t i ng  sys tem.
Acco rd ing  t o  t he  neo l i be ra l s  i t  i s  ne i che r  necessa ry  no r  des i -
rab le  for  l ^ Ies tern po l i t ics  to  change over  to  a  d i f ferent  econo-
m ic  o rde r .  The  ob jec t i ves  ean  be  rea l i zed  w i t h i n  ou r  ex i s t i ng
po l i t i ca l  f r amework .
The  cen t ra l  t hough t  o f  neo l i be ra l i sm  i s  t o  ach ieve  t he  ob jec t i -
ves  o f  economic  po l i c y ,  no t  by  t he  e l im ina t i on  o f  t he  p r i ce -
f o rm ing  sys tem,  bu t  by  supp lemen ta t i on  and  co r rec t i on .
Neo l i be ra l i sm  i s  an  open  sys tem:  t he re  ex i s t  a  g rea t  va r i e t y  o f
op in i ons .  Mod i f i ca t i on  o f  t he  ob jec t i ves  i s  poss ib l e  and  t he
pr ior i t ies  can sh i f t .  An improved ins ight  in to  the work ing of
t he  economic  p rocess  and  i n to  t he  o the r  t echn iques  (e .g .  r eg io -
na l  p l ann ing )  can  be  ass im i l a ted  i n to  t he  sys tem i t se l f .
The most  impor tant  cr i ter ion for  th is  wi l l  be that  the develop-
ments  wi l l  be d i rected towards f reedom rather  than towards i ts
o p p o s i t e .
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